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INDEPENDENT AUDITOR’S REPORT
To the Township Board
Township of Mullet

Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of the Township of Mullet (the “Township”), as of and for
the year ended March 31, 2023, and the related notes to the financial statements, which collectively
comprise the Township’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Township, as of March 31, 2023, and the respective changes in financial position
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are required to be independent of the
Township, and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

Change in Accounting Principle

As stated in Note 8 to the basic financial statements, the Board adopted GASB Statement No 87. Leases
in 2023, which represents a change in its policy for reporting lease activities. Our opinions are not
modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Township’s ability to continue
as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with generally accepted auditing
standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Township’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Township’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information be presented to supplement the basic
financial statements. Such information is the responsibility of management and, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township’s basic financial statements. The combining and individual nonmajor fund
financial statements are presented for purposes of additional analysis and are not a required part of the
basic financial statements. Such information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the combining
and individual nonmajor fund financial statements are fairly stated, in all material respects, in relation to
the basic financial statements as a whole.

Boldga > Conpary

Gabridge & Company, PLC
Traverse City, Michigan
September 30, 2023
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Township of Mullett

Management’s Discussion and Analysis
March 31, 2023

As management of the Township of Mullett, Michigan (The “Township” or “government”) we
offer readers of the Township’s financial statements this narrative overview and analysis of the
financial activities of the Township for the fiscal year ended March 31, 2023. We encourage
readers to consider the information presented here in conjunction with the financial statements.

Financial Highlights

e The assets of the Township exceeded its liabilities at the close of the most recent fiscal year
by $3,075,139 (net position). Of this amount, $837,432 represents unrestricted net
position, which may be used to meet the government’s ongoing obligations to citizens and
creditors.

e During the year, the Township received $789,787 in revenues and incurred $812,157 in
expenditures, resulting in a decrease in net position of $22,370.

e At the close of the current fiscal year, the Township’s general fund reported fund balance
of $837,432, a decrease of $12,224 in comparison with the prior year. Of the total general
fund reported fund balance, $524,442 is available for spending at the government’s
discretion (unassigned fund balance).

e At the end of the current fiscal year, unassigned fund balance for the general fund was
$524,442, or approximately 111.3% of total general fund expenditures.

Overview of the Financial Statements

The discussion and analysis provided here is intended to serve as an introduction to the Township’s
basic financial statements. The Township’s basic financial statements consist of three components:
1) government-wide financial statements, 2) fund financial statements, and 3) the notes to the
financial statements. This report also includes supplementary information intended to furnish
additional detail to support the basic financial statements themselves.

Government-wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the Township’s finances, in a manner similar
to a private-sector business.

The statement of net position presents financial information on all of the Township’s assets and
liabilities, with the difference reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the financial position of the Township is
improving or deteriorating.

The statement of activities presents information showing how the Township’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying



event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported for some items that will only result in cash flows in future
fiscal periods (e.g., depreciation of capital assets).

Both of the government-wide financial statements display functions of the Township that are
principally supported by taxes and intergovernmental revenues (governmental activities). The
governmental activities of the Township include general government, public safety, road
maintenance, and recreation and culture.

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
Township, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the Township can be
divided into two categories: governmental funds and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in assessing a government’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The Township maintains several individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the general fund, library fund, and the
fire fund, which are considered to be major funds. The street light fund and liquor law enforcement
fund are considered nonmajor funds and are aggregated as other governmental funds. More
detailed combining statements for the street light and liquor law enforcement funds can be found
in the other supplemental information section of this report.

The Township adopts an annual appropriated budget for the general fund and each of its special
revenue funds. A budgetary comparison schedule for the general fund and each major special
revenue fund has been provided to demonstrate compliance with these budgets.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside of the government. Fiduciary funds are not reported in the government-wide financial
statements because the resources of those funds are not available to support the Township’s own
programs. The accounting used for fiduciary funds is much like that used for proprietary funds.



The Township has one type of fiduciary fund, a custodial fund. The custodial fund reports
resources held by the Township in a custodial capacity for individuals, private organizations, and
other governments.

Notes to the Financial Statements. The notes provide additional information that is necessary to
acquire a full understanding of the data provided in the government-wide and fund financial
statements.

Other Information. In addition to the basic financial statements and accompanying notes, this
report also presents required supplementary information concerning the Township’s budgetary
comparison schedules. The combining statements referred to earlier in connection with nonmajor
governmental funds are presented immediately following the required supplementary information.

Government-wide Overall Financial Analysis
As noted earlier, net position over time may serve as a useful indicator of a government’s financial

position. In the case of the Township, assets exceeded liabilities by $3,075,139 at the close of the
most recent fiscal year, as summarized in the following schedule:

Township of Mullett's Net Position

ASSETS 2023 2021
Current Assets
Cash and Investments $ 1859839 $ 1,734,359
Taxes Receivable 28,987 25,849
Due from Other Governments 19,776 19,740
Total Current Assets 1,908,602 1,779,948
Noncurrent Assets
Capital Assets, net 1,314,940 1,248,848
Total Assets 3,223,542 3,028,796
LIABILITIES
Current Liabilities
Accounts Payable 15,267 21,650
Accrued Payroll Liabilities 364 -
Unearned Revenue 132,772 -
Total Liabilities 148,403 21,650
NET POSITION
Net Investment in Capital Assets 1,314,940 1,248,848
Restricted 922,767 740,496
Unrestricted 837,432 1,017,802
Total Net Position $ 3075139 $ 3,007,146

A portion of the Township’s net position ($1,314,940, or 42.76%) reflects its investment in capital
assets (e.g., land and land improvements, buildings and improvements, and equipment). The
Township uses these capital assets to provide a variety of services to its citizens. Accordingly,
these assets are not available for future spending.



An additional portion of the Township’s net position ($922,767, or 30.01%) represents resources
that are subject to external restrictions on how they may be used. The remaining balance of
$837,432 is unrestricted and may be used to meet the government’s ongoing obligations to its
citizens and creditors.

The Township’s cash and cash equivalents increased $125,480 since fiscal 2021 primarily as a
result of the increase in net position of $67,993 since 2021 plus American Rescue Plan Act funds
of $132,772 have been collected but unspent by the Township as of March 31, 2023.

The Township’s capital assets have decreased by $66,092 since fiscal 2021 as deprecation expense
reported on the Township’s capital assets has exceeded capital asset additions for the past two
years.

The Township recognized unearned revenue in 2023 for the portion of American Rescue Plan Act
funds received but not expended as of March 31, 2023.

At the end of the current fiscal year, the Township is able to report positive balances in all reported
categories of net position, both for the government as a whole, as well as for its governmental
activities. The same situation held true for the prior audited year.



A comparative analysis of the changes in net position for the Township follows:

Township of Mullett's Changes in Net Position

Revenues 2023 2021
Program Revenues
Charges for Services $ 118381 $ 93,122
Operating Grants and Contributions 21,676 29,984
Total Program Revenues 140,057 123,106
General Revenues
Property Taxes 510,845 482,119
Unrestricted State Aid 135,878 116,932
Interest Income 3,007 3,878
Total General Revenues 649,730 602,929
Total Revenues 789,787 726,035
Expenses
General Government 231,703 242,388
Public Safety 212,836 188,902
Public Works 169,022 34,047
Recreation and Culture 198,596 99,110
Interest on Long-term Debt - 5,254
Total Expenses 812,157 569,701
Change in Net Position (22,370) 156,334
Net Position at the Beginning of Period 3,097,509 2,850,812
Net Position at the End of Period $ 3075139 $ 3,007,146

During fiscal 2023, net position decreased $22,370 from the prior fiscal year for an ending balance
of $3,075,139. Property taxes increased slightly by $28,726 over the prior audit period due to an
increase in taxable value. Charges from services increased by $25,259 compared to fiscal 2021
from an increase in the fire contract charges for services from Burt Township.

Expenses increased from $569,701 during fiscal 2021 to $812,157 during fiscal 2023 for the
following reasons:

e The Township’s cost of providing fire protection services increased by approximately
$15,000.

e Public works expenses increased by $134,975 in 2023 compared to 2021 as there were
more road projects as COVID delayed projects in 2021.

¢ Recreation and culture expenses increased as the library resumed normal operation leading
to an increase in operating costs of $35,000. Additionally, roughly $25,000 was expended
for additional parks maintenance in 2023 compared to 2021. Lastly, depreciation expense
allocated to recreation and culture increased by approximately $37,000 due to carious
beach and park improvement projects placed into service during the past two years.



Financial Analysis of Governmental Funds

As noted earlier, the Township uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds. The focus of the Township’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful
in assessing the Township’s financing requirements. In particular, unassigned fund balance may
serve as a useful measure of a government’s net resources available for discretionary use as they
represent the portion of fund balance which has not yet been limited to use for a particular purpose
by either an external party, the Township itself, or a group or individual that has been delegated
authority to assign resources for use for particular purposes by the Township’s Board.

The general fund is the chief operating fund of the Township. At the end of the current fiscal year,
unassigned fund balance of the general fund was $524,442. As a measure of the general fund’s
liquidity, it may be useful to compare unassigned fund balance to total general fund expenditures.
Unassigned fund balance represents approximately 111.3% of total general fund expenditures.
The fund balance of the Township’s general fund decreased by $12,224 during the current fiscal
year.

The fire fund, a major fund, accounts for revenues and expenditures incurred by the Township for
fire protection. The fire fund increased its fund balance by $100,476 which is as a result decreased
expenses as the fire truck installment contract was paid off during 2021.

The library fund, a nonmajor fund, accounts for revenues and expenditures incurred by the
Township library. The library fund decreased its fund balance by $5,606 as a result of decreased
contributions and donations.

The street light fund, a nonmajor fund, accounts for revenues and expenditures incurred by the
Township for street lighting. The street light fund decreased its fund balance by $12,961, with an
ending fund balance of $22,714. This decrease was due to special assessments being completed in
the prior year.

The liquor law enforcement fund, a nonmajor fund, increased its fund balance by $607 for an
ending fund balance of $698.
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Governmental Activities

The following chart summarizes the revenue sources for the governmental activities of the
Township for the most recent fiscal year-end:

Governmental Activities Revenues

All Other
Sources
3%

The following chart summarizes the expenses for the governmental activities of the Township for
the most recent fiscal year-end:
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